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Producers  88  (4-B9)  —  Paid  Up 
v»h  540  Acres  Pooling  Provision 

PAID  UP  OIL  AND  GAS  LEASE 
(No  Surface  Use) 

THIS  LEASE  AGREEMENT  is  -made  this  2§th  day  of  February.  2009.  between  GABALLERO  HOLDINGS,  LTD  A  TEXAS 
LIMITED  PARTNERSHIP,  2805  N  Dallas  Pkwv.  Ste#  500.  Piano  Tx  75093.%s  Lessor;  and  PALOMA  BARNETT.  LLc!  1021"^ 
Street,  Suite  2600,  Houston..  Texas    77002-fiOfifi  as  I  All- printed  portions  rbf  this  lease  were  prepared  by  trie'  party 

hereinabove  named  as  Lessee,  but  all  other  provisions  (including  the  completion  of  blank  spaces)  were  prepared  jointly  by  Lessor 

descrioedlaThS 

D.168  acres  more  or  less,  situated  in  the  William1  Hay.mon  Survey,. A-642,  and  being  Lot  50,  Block  7,  of  Brittania  Gardens,  an  addition  to 
tne  Cily  of  Arlington,  Tarrant  County,  Texas,  according  to  the  map  or  platthereof  recorded  in  Volume  388-128,  Page  4  Plat  Records 
Tarrant  County  Texas.  .  ' 

in  me  County  of  TARRANT,  State  of  TEXAS,  containing  0.1 68, gross  acres,  more  or  less  (including  any  interests  therein  which  Lessor  may  hereafter  acquire'  bv  - 
^SSSXSSS  in  =«^f-^  Z'  **ffi°'??<*P,*y'  V'S'WV-  P^Vdng-Md  marketing  oil  and  gas,  along  with  all  hydrocarbon  anrfncn  hjZcarhon 
P  w     therewlh  (including  geophysicalrseismfc  operations).  The  term  "gas"  as  used  herein  includes  helium,  carbon  dioxide  and  other 

commercial  gases,  as  well  as  hydrocarbon  gases.  In  addition  to  the  above-descrlbed  leased  premises,  this  lease  also  covers  accretions  and  any  small  strips  or  parcels 
ol  land  now  or  hereafter  owned  by  Lessor  wh.ch  are  contiguous  or  ad]acen1  to  the  above-described  leased  premises,  and,  in  consideralbn  of  the  aforementioned  cash 
V™  L  „  °  ?  h  ^  J1  USSee  s,request  anV  adOitionat  or  supplemental  Instruments  for  a  more  complete  or  accurate  description  ol  the  land  so  covered 
™re  or  less         determining  the  amount  of  any  shut-in  royalties  hereunder,  the  number  of  gross  acres  above  specified  shall  be  deemed  correct,  whether  actually 

2-  Th«  lease.  rs  a  "paid-up"  lease  requiring  no  rentals;  shall  be  in  force  for  a;primary  term  of  five  (S)  years  from  the  date  hereof.-and  for  as  long 

thereafter  as  oil  or  gas  or  other  substances  covered  hereby  are  produced  in  paying-quantities  from  the  leased  premises  or  from  lands  pooled  therewith  or  this  lease  is 
otherwise  maintained  m  effect  pursuant  to  the  provisions  hereof. 

3.  Royalties;cn  oil,  gas  and  other  substances,  produced  and  saved  .hereunder  shall  be  paid  by  Lessee  .to  lessor  as  follows'  (a)  Fonoil  and  other  liquid 
hydrocarbons  separated  at  Lessee's  separator  facilities,  the  royalty  shall  b&:twent\>  five  percent .tSSMA  of  such, production,  to  be  delivered  at  Lessees  option  to 
Lessor  at  the  wellhead  or  to  Lessor's  credit  at  the  oil  purchaser's  transportation  facilities,  provided  thai  Lessee-shall  have  the  continuing  right  -to  purchase  such 
production  at  the  wellhead  market  pr.ce  Wen  prevailing  in  the  same-  field  («  if  (here  is  no  such  price  then  prevaing-ifithe  same  field,  then  in  the  nearest  field  in  which 
there  is  such  a  prevailing  pnce)  for  production  of  similar  grade  and'gravity;  (b)  for  gas  (including  casinghead  gas)  and  ait  other  substances  covered  hereby  the  royalty 
5ha"  twenty  fjve  percent  (25%)  of  the  proceeds  realized  by  Lessee  fro*  the  sale  thereof,  Jess  a  proportionate  part  of  ad -valorem  taxes  and 'production 
severance,  or  other  excise  taxes  and  the  cosls  incurred  by  Lessee  iri  delivering,  processing  or  otherwise  marketing  such  gas  or  other  substances  provided  that  Lessee 
snau  have  the  continuing  nght  to  purchase  such  production  at  the  prevailing  wellhead; market  price  paid  for  production  of  similar  quality  In  the  same  field  (or  if, there  is  no 
such  price  then  prevailing  in  the  same  field,  then  in  the  nearest  field  irv.which  there  Is  such  a  prevailing  price)  pursuant  to  comparable  purchase  contracts  entered  Into  on 
.he  same  or  nearest  preceding  date  as  the  date  ort  which  Lessee  commences  its  purchases  hereunder;  and  (c)  If  at  the  end  of  the  primary  term  or  any  time  thereafter 
one  or  more  wells  on  the  leased  premises  or  lands  pooled  therewith. are  capable  df.erther  producing  oil  or  gas  or  Other  substances  covered  hereby  in  paying  quantities 
or  such  wells  are  waiting  on  hydraulic  fracture  summation,  but  such  well  or  wells  are  either  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee  such  well  or  wells 
shall  nevertheless  be  deemed  to  be  producing  in  paying  quantities  tor  the  purpose  Of  maintaining  this  lease,  tf  for  a  period  of  90  consecutive  days  such  well  or  wells  are 
shut-in  or  production  therefrom  is  not  being  sold  by  Lessee-then  Lessee  Shall  pay  shut-in  royalty  of  one  dollar  per  acre  then  covered  by  this  lease  such  payment  to  be 
marie  to  Lessor  or  to  Lessor's  credit  in  ihe  depository  designated  below,  on  or  before  the  end  of  said  90-day  period  and  thereafter  on  or  before  each  anniversary  ot  the 
end  of  said  90-day  period  while  ihe  welt  or  wells  are  shut-in  or  production  therefrom  is  not  being  sold  By  Lessee:  provided  that  if  this  lease  is  otherwise  being  maintained 
cy  operations,  or  if  production  rs  being  sold  by  Lessee  from  another  well  or  wells  on  the  leased  premises  or  lands  pooled  therewith,  no  Shut-in  royalty  shall  be  due  until 
the  end  of  the  90-day  period  next  following  cessation  of  such  operations  or  production.  Lessee's  failure  to  properly  pay  Shut-in  royalty  shall  render  Lessee  liable  for  Ihe 
amount  due.  but  shall  not  operate  to  terminate  this  lease. 

a.  All  shut-in  royalty  paymenis  under  this  lease  shall' be  paid  or  tendered  to  Lessor  or  to  Lessor's  credit  in  at  lessor's  address  above  or  its  successors 
ivr:eh  shall  ba  Lessor's  depository  agent  for  receiving  payments  regardless  of  changes  in  the  ownership  of  said  land.  All  payments  or  lenders  may  be  made  in  currency  | 
or  tw  check  oi  by  draft  and  such  paymenis  or  lenders  to  Lessor  or  to  the  depository  by  deposit  in  the  US  Mails  in  a  stamped  envelope  addressed  to  Ihe  depository  or  to 
:hG  Lessor  at  Ihe  last  address  known  lo  Lessee  shall  constitute  proper  payment.  If  the  depository  should  liquidate  or  be  succeeded  by  another  institution,  or  for  any 
reason  Ian  or  refuse  to  accept  payment  hereunder,  Lessor  shall,  at  Lessee's  request,  deliver  to  Lessee  a  proper  recordable  instrument  naming  another  Institution  as 
depository  agent  to  receive  payments. 

S.  Except  as  provided  for  in  Paragraph  3  above,  if  Lessee  dnlls  a  well  which  Is  incapable  OF  producing  in  paying  quantities  (hereinafter  called  "dry  hole")  on  the 
isased  premises  or  lands  pooled  therewith,  or  if  all  production  (whether  or  not  in  paying  quantities)  permanently  ceases  from  any  cause,  including  a  revision  of  unit 
boundaries  pursuant  to  the  provisions  of  Paragraph  6  or  the  action  of  any  governmental  authority,  then  in  the  event  this  lease  is  not  otherwise  being  maintained  in  force 
it  shall  nevertheless  remain  in  force  if  Lessee  commences  operations  for  reworking  an  enisling  well  or  for  drilling  an  additional  well  or  for  otherwise  obtaining  or  restoring 
production  on  the  teased  premises  or  lands  pooled  therewith  within  B0  days  after  completion  of  operations  on  such  dry  hole  or  within  90  days  after  such  cessation  of  all 
production.  If  at  the  end  of  the  primary  term,  or  at  any  lime  thereafter,  this  lease  is  not  otherwise  being  maintained  in  force  but  Lessee  is  then  engaged  in  drilling, 
reworking  or  any  other  operations  reasonably  calculated  to  obtain  or  restore  production  therefrom,  this  lease  shallTemaln  in  force  so  long  as  any  one  or  more  of  such 
operations  are  prosecuted  with  no  cessation  of  more  than  90  consecutive  days,  and  if  any  such  operations  result  in  the  production  of  oil  or  gas  or  other  substances 
covered, hereby,  as  long  thereafter  as  there  is  production  in  paying  quantities  from  the  leased  premises  or  lands  pooled  therewith.  After  completion  of  a  well  capable  of 
producing  in  paying  quantities  hereunder.  Lessee  shall  drill  such,  addition  a  I  wells  on  the  leased  premises  or  lands  pooled  therewith  as  a  reasonably  prudent  operator 
*rould  drill  under  the  same  or  similar  circumstances  to  (a)  develop  the  leased  premises  as  to  formations  then  capable  of  producing  in  paying  quantities  on  the  leased  ■ 
premises  or  lands  pooled  therewith,  or  lb)  to  protect  the  leased  premises  from  uncompensated  drainage  by  any  well  or  wells  located  on  other  lands  not  pooled  therewith 
There  shall  be  no  covenant  to  drill  exploratory  wells  or  any  additional  wells  except  as  expressly  provided  herein. 

6  Lessee  shall  have  the  right  but  not  the  obligation  to  pool  all  or  any  part  Of  the  leased  premises  or  interest  therein  with  any  other  lands  or  interests,  as  lo  any 
or  an  depths  or  zones,  and  as  to  any  or  alt  substances  covered  by  this  lease,  either  before  or  after  the  commencement  ol  production,  whenever  Lessee  deems  it 
necessary  or  proper  to  do  so  in  order  to  prudently  develop  or  operate  the  leased  premises,  whether  or  not  simitar  pooling  authority  exists  with  respect  to  such  other 
'ands  or  interests.  The  unit  formed  by  such  pooling  for  an  oil  well  Which  is  riot  a  horizontal  completion  shall  not  exceed  B0  acres  plus  a  maximum  acreage  tolerance  of 
1D%.  and  for  a  gas  well  or  a  horizontal  completion  shall  not  exceed  640  acres  plus  a  maximum  acreage  tolerance  of  10%;  provided  that  a  larger  unit  may  be  formed  for 
an  oil  well  or  gas  well  or  horizontal  completion  to  conform  lo  any  well  spacing  or  density  pattern  1hat  may  be  prescribed  or  permitted  by  any  governmental  authority 
having  jurisdiction  to  do  so.  For  the  purpose  of  the  foregoing,  the  terms 'oil  we!"  and  "gas  well"  shell  have  the  meanings  prescribed  by  applicable  law  or  the  appropriate 
governmental  authority,  or,  if  no  definition  is  so  prescribed,  "oil  weir  means  a  well  'with  an  initial  gas-oil  ratio  of  less  than  mc.ooo  cubic  feet  per  barrel  and  "gas  well" 
means  a  well  with  an  initial  gas-Oil  ratio  of  100,000  cubic  feet  or  more  per  barrel,  based  on  24-hour  production  test  conducted  under  normal  producing  conditions  using 
standard  lease  separator  facilities  or  equivalent  testing  equipment;  and  the  term  "horizontal  completion"  means  anoi!  wefl  in  which  the  horizontal  component  of  the  gross 
completion  interval  in  facilities  or  equivalent  testing  equipment;  and  the  term  "horizontal  completion"  means  an  oil  weH  in  which  ihe  horizontal  component  of  1he  gross 
completion  interval  in  (he  reservoir  exceeds  the  vertical  component  thereof.  In  exercising  its  pooling  rtghls  hereunder.  Lessee  Shall  file  of  record  a' .written  declaration 
describing  ihe  unii  and  stating  the  effective  date  of  pooling.  Production,  drilling  or  reworking  operations  anywhere  on  a  unit  which  includes  all  or  any  pari  Of  the  teased 
premises  shall  be  treated  as  If  it  were  production,  drilling  or  reworking  operations  on  the  leased  premises,  except  that  the  production  on  which  Lessor's  royalty  Is 
calculated  shall  be  that  proportion  of  the  total  unit  production  which  the  net  acreage  covered  by  this  Isase  and  Included  in  the  unit  bears  to  the  total  gross  acreage  in  the 
■  init.  but  only  10  the  extent  such  proportion  ot  unit  production  is  sold  by  Lessee.  Pooling  in  one  or  more  instances  shall  not  exhaust  Lessee's  pooling  nghts  hereunder, 
jrtl  Lessee  shall  have  Ihe  recurring  right  but  not  the  obligation  to  revise  any  unit  formed  hereunder  by  expansion  or  contraction  or  both,  either  before  or  after 
commencemenl  ol  production,  in  order  to  conform  to  the  well  spacing  or  density  pattern  prescribed  or  permitted  by  the  governmental  authority  having  jurisdiction,  or  io 
conform  to  any  productive  acreage  determination  made  by  such  governmental  authority.  In  malting  such  a  revision,  Lessee  shall  file  of  record  a  written  declaration 
describing  the  revised  unit  and  staling  the  effective  date  of  revision.  To  the  extent  any  portion  of  the  leased  premises  is  included  In  or  excluded  from  the  unit  by  virtue  of 
sucfl  revision,  the  proportion  of  unil  production  on  which  royalties  are  payable  hereunder  shall  thereafter  be  adjusted  accordingly.  In  the  absence  of  production  in  paying 
quantities  from  a  unit,  or  upon  permanent  cessalion  thereof,  Lessee  may  terminate  the  unit  by  tiling  of  record  a  written  declaration  describing  the  unit  and  stating  the 
dale  of  termination.  Pooling  hereunder  shall  not  constitute  a  cross-conveyance  of  interests. 

K 
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toe stoteTe*  and/An  1™«  nl?f"°n,We°S'  pllS'  *«^c  and  lelep^ne  *«■  PO*"  and  other  facilities  deemed  necessar/bVLes^  to 

wscover,  produce,  stoie.  ireat  and/or  transport  production.  Lessee  may  use  in  such  operates,  tree  at  cost  any  oil  gas  water  and/or  otfier  substances  nmriiir^ri  ™- 

■Z5 MU,Pment       "«»»*■  ^  <™  -  -  ^'o^U'dunA 

,  ,i  w,  11,  Le£see's  ^ligations  under  this  lease,  whether  express  or  implied,  shall  be  subject  to  all  applicable  Laws,  rules,  regulations  and  orders  at  anv  covernmentai 
fC  I  «  ™'"**n9  restricts  on  the  dnltmg  and  produclion  of  wells,  and  the  .price  ot  oil.  gas,  and  othe  subsS  cwe.ed  hereby  Wh^  dXo 
Zes  matena?  wate  Ta^«^™%2^^»r  SU*JTS^-  "  «  by  inability  ,o  oMaln  necess^ SkTSiS 

decayed oMtteU.ed  01  ^        f°r  bleaCh  °' "*  eKPreES  °f         C0Venan's  °' this  ,ease  "hen  anllin^  ^ucli°n  °f  ^ 

^^Jl^,®*  eVBn,t  thal  LeSB?r-  dUrin9  ,he  P1"1™^  ^  01  U"s  lease-  receiues  B  b0,la  fllJe  °"ar  whicli  Lessor  is  willing  to  accept  from  anv  party  ofierina  lo 
^Z  l^J^0  *  lease  covenng  any  or  all  of  ,he  substances  covered  by  mis  lease  and  covering  all  or  a  ponton  of  the  laridlesc  ibe fheraTwim  the  else 
cTSf6^^^'^  2*?  ,6aS!i  L"^r  herelW^greeS  to  notify  Lessee  In  wrtfngof  said  offer  Immediately,  including  in  the  noES  Ihe  namTand  address 
«nn  ™^  rinm  ^H^ed  ^  *  ,ermsand «»"»«  of  tne  Offer.  Lessee.-for  a  period  Of  fifteen  days  after  receipt  of  the  notice  shall  have  Ihe  prfor 

spS  in  We  offer  P  "  P"t  *  im*eS'  ihere'n'  oaww'  by  ,he  0ffer  31  fhe  P*»  and  a  sorting  >°  ^  tenrls  and  cond.Zs  . 

,  «™  ^'JS'??  8!!a"  ^J""?^-.1*  Le9Sor  wilh  res,3E,:i  10  any  breadl  or  default  ^  Lessee  Hereunder,  for  a  period  Of  at  least  90  days  after-Lessor  has  given 
v^m^^T^L?^'^  tte  t!tT  Z*!*?-  a1d  thsn      H  ^  w»  to-rerredy  the  breach  or  default,  within  sucn  period. 

Kf^lnSJ  1™  «  '  -L  *5  ^nation  thata  breach  or  default  has  occurred,  this  lease  shall  not  be  forfeited  or  canceled  in  whole  or  in  part  unless  Lessee  s 
given  a  reasonable  lime  alter  said  judicial  determination  to  remedy  the  breach  or.defaull  and  Lessee  fails  to  do  so 

11  F°ll.ne         ^ ?^'de'lliftn  'eciled_Iab0V^  Lessor  hereby  grants,  assigns  and  conveys  unto  Lessee,  its  successors  and  assigns,  a  perpetual  subsurface  well  bore 

-T,T1«T^  TlTJ^  TS1"*  '0r  'he  pla"rrfent  of       bCfes.(along  routes  Reeled  by  Lessee)  from  o,l  or  gl  wellStfS  SZtf  vS* 

™ti  ™  nttr  ^d  !Td  ^'H^  n°'  mtend,ed  '°  develop  **  leas^  premise£  or  lands  an[1  ^  "hi"*  Lessor  shall  have  no  right  to 

royalty  or  other  benefit.  Such  subsurface  well  bore  easements  shall  run  with  the  land  and  survive  any  termination  ofthis  lease 

?erebY  "^H3^  ag,ees  *o  delwd  title  conveyed  to  Lessee  hereunder,  arid  agrees  that  Lessee'  *  Lessee's  option  may  pay  and  discharge  any 
axes,  ^rtgages  or  liens  existing,  levied  or  assessed  on  or  agamst  the  leased  premises.:  If  Lessee  exercises  such  option.:  Lessee  shall  be  subrogated  to  the  rights  of 
LfJ^y  pa^"1  IS  mate-  saM'°"  tD  its.other  rights,.may  reimburse  itself  out  6t  any  royalties  or  shut-n  royatfies  otherwise  payable  to  Lessor 

S5f '    VI  l-T"  .        ?  'S  aware  °'  ■>*  5«*n  inconsistent  with  Lessor's  title.  Lessee  may  suspend  the  payment  of  royalties  and  shut-in  royalties 

hereunder,  wiihout  interest,  until  Lessee  has  been  furnished  satisfactory  evidence  that  such  claim  has  been  resolved 

ether  ocJralions,V"mS,and"19  an¥,h"1'0  ccn,ainea' ,0  816  contra,y    "lis  lease,  lessee  shall  not  have  any  rights  to  use  the  surface  of  the  teased  premises  for  drilling  or 

1 7,  Lessor,  and  their  successors  and  assigns,  hereby  grants  Lessee  an  option  to  extend  the  primary  term  of  this  lease  for  an  additional  period  of  five  (5) 
years  from  the  end  of  the  primary  term  by  paying  or  tendering  to  Lessor  prior  to  the  end  of  the  primary  term  the  same  Uonus  consideration  lerms  and"  conditions  as 
fjiaritea  for  this  lease 

DISCLAIMER  Of  REPRESENTATIONS:  Lessor  acknowledges  that  oil  and  gas  lease  paymerils,  in  the  form  of  rental,  bonus  and  royalty,  are  rnarket  .sensitive  .and  may 
vary  depending  on  multiple  factors  and  that  Ihis  Lease  is  the  product  of  good  faith  negotiations.  Lessor  underslands  lhat  these  lease  payments  and  lernis  are  final  and 
thai  Lessor  enlered  into  this  lease  without  duress  or  undue  influence.  Lessor  recognizes  thai  lease  values  could  go  up  or  down  depending  on  market -conditibns  Lessor 
acknowledges  lhal  no  representations  or  assurances  were  made  in  the  negoMalion  of  this  lease  that  Lessor  would  get  the  highest  price  or  drfie rent  terms  depending  on 
future  market  condiions.  Neither  patty  to  this  lease  will  seek  1o  alter  the  terms  of  this  transaction  based  upon  any  differing  terms  which  Lessee  has  or  may  negotiate  with 
any  olher  lessors/oil  and  gas  owners,  :' 

IN  WITNESS  WHEREOF,  this  lease  is  executed  lo  tie  effective  as  Of  the  date  first  written  above.-but  upon  execution  shall  be  binding  on  the  signatory  and  the 
Ussor"7*  he'rE'  deV'SeeSl  e*ecu10rs'  administrators,  successors,  and  assigns,  whether  or  not  this  lease  has  been  executed  by  all  parties  hereinabove  named  as 

LESSOR  (WHETHER  ONE  OR  MORE) 

CabaJlero  Holdings,  LTD,  A  Texas  Limited  Partnership 

By  its  Gejjeral  Partner,  Cat&JIcro  Management  Company,  LLC 


aba  Hero,  as 
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STATE  OF  TEXAS 
COUNTY  OF  TARRANT 


ACKNOWLEDGMENT 


This  instrument  was  acknowledged  before  me  on  the      ^Bay  of  ■j^^t/^yViopg  by 


Ben  E.  Caballero,  as  Sole  Member  and  President  of  CaballerO  Management  Company,  LLC,  General  Partner  of 
Cabalfero  Holdings,  LTD,  A  Texas  Limited  Partnership,  on  behalf  of  said  Limited  Partnership 


kBEVERUEJ.  WARL 


5A\*~V'.p/    ^  COMMiSSION  EXPIRES 
•^8$^**  Jura  15, 2009 


STATE  OF  TEXAS 
COUNTY  OF  TARRANT 

This  inslrumsnl  was  acknowledged  before  me-ofi  the 


Sry  Public.  Staie'of ; 
Notary's  name  (prl 
Notary's  commission  expires: 


CORPORATE  ACKNOWLEDGMENT 


.day  b(_ 


_.by_ 


./corporation,  on  behalf  of  sale"  corporation, . 


RECORDING  INFORMATION 
STATE  OF  TEXAS 


County  of  TARRANT 


This  instrument  was  filed  for  record  on  the 
recorded  m 


.  day  of. 


Nolary.  Public,  State  of  Texas 
Notary's  fiame  (printed): 
Ndtary|s  commission  expires: 


.  20  at. 


_M„. aria  silly 


Inslrumenl  Number: 


.  records  of  this  office. 


3". 
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